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Latin Aiuerlca Divialoa coaeicters -fee it©® oa the Cvibaa*“I)o:dirlnicaii 
sitisatioa of partici^lar ispsrtance boeaas® of Its jjspHcations adverse 
to the IS interest in Eandsphere solidarity. 


CURHfflT DEVELOREJJTS 


GENERAL: Itoe tense situation beteeen Ci)tba and the Doiainican fepablic is 
now being considered by the IhterrAnserican Peace Cosadtteo (p, 2). 


AREA: la Hsiitij to o^ertheow the present regiKe are 



_ Iis the British Virgin Islands a recent =±;'iaiomtra’» 

tion U-lnstrates inG.reasing dissatisfaction mth econoade restraints 
Cp. 3). See also th© report on Vi& ctin»oat situation in Guatejasla (p. 9} 


CENTRAL AREA: Se® the report on the cm:'r<3nt sitxiation in Brazil (p, 5). 


SOUiBERM AREA: Bolitda*s recent ars^?- shakeup say foreshadow suiiservisice 
of th© governn®at to anpy leadership (p. it). 


SPECIAL SUBJECT;? 


Ihe Currant SItm tion in Brazil . . . 
Th® Currant Sitnat5.on in G^^ateiasila. . 
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and the 

MrtMpcr'rtMwMKMCrrx.’* 

I tor l^r Idis 

Havana Confsrsaee and organized as a constitative bodj-* to 

assist, in th© ssttleasnt of disputes, is actively conaidaring the 
diffc 2 * 0 ne 0 S betneen Q\3aa and the Dojainicen Republic -wM-ch have led 
to Increased tension in the Caribbean, Ef/IA believes that the IAR> 
•will £i\«ggest that Cuba and the Do®iEd.can Republic settle -their diffi¬ 
culties between thostselves rather than resort to any other inter- 
Ajoerican ssschinery. Trujillo *s request for war powers has Increased 
the ill “-feeling between the two countries and -will, aahs bila-fceral 
negottetlons difficult at this time. It should be noted, however, 
ibat the actual la-w recently passed by the DoBiiniean "rubber-stanp” 
ccogrcfis authorises Trujillo to declare Tmr ”on any country -tdiich 
knowingly suHJtects or tolera'fces cmcontretions of fos'ces lailitai’lly 
organized, equipped and trained on its territory for the piupose of 
invading the Republic,,.." This ia le.ss drastic than Trujillo*8 
origiriSl, aessage requesting -war jsowers against any Goxmtsj persaitting 
anti-Trujillo activities within i't;s territory. 

2. miTI; Political Ten sion 

durreni poIJHcaX tension ia Ifeiti is ©vidsaced by President 
EstlTEB’ s recent revelation of a plot to assassinate a nusber of 
ranidLffig government officials, hiraself included. Three ex-aroy 
officers and several others suspected of conspiring in this plot 
with Aetrel Roland, oxEs-tiiss l^tian colonel now in ©wilsj in th® 
Doadnicaa Republic, have been arres'S:>ed, 

'The opposition is awasr© that the January 1950 eBctions hauf© 
been rigged in favor of Sstin©*s atpporters, thereby preparing the 
vay for his retention of the pr&si(fency after the expiration of •&© 
present tern in 1952. In tbs belief that th^ can only con® to 
possr by fore®, the political "outs® ^11 probably contiime their 
efforts to overthrow the Sstia© regiffis, D/IA estinntes that these 
effca*tE will not succeed unless aocoi^anied by widespread jgopuj^r 
disorders, in -jdiich case any leaders ®ottld Jettison Sstiiae in order 
25X6Al^® retain thoir own favored positions. 



1. GEHEEALs lAPC ooaslder a te nse situat i on be-fcween Cuba 

Peace Gonadttee, provide 
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km BRIT3SH VIROIK ISIAMDS: Ptoreet frtxn Economic IlxibleaB 

i reeaxsi incident in the British vi^ln 
Zslaods is Indicative of the difficulties arising from -Uie eadst- 
enee separate political units a small and otherwise 

homogeneous area. Over on© thouaaid British Virgin Islanders 
(almost one fifth of the total population) demcoistrated on 2h 
Rovcstoer against the Immigiation barriers of the US Virgin Islands, 
demanding either relaxation of tiiese barriers or "animation” biy 
the tB, The demonstration followed the repatriation of a number 
of British Virgin Islanders vho had been illegallj residing in the 
tJS Virgins. The repatriation resulted fr<att the con?)laints of US 
islanders that they were losing their jobs to these illegal immi~ 
giants, knoim as "sot backs". Remittancee from "uet backs" consti¬ 
tuted an important source of Ineoam to many British Virgin Islanders, 
particularly after devaluation. 

Bhlle 03 security interests are not notably 
affected, the situation is Illustrative of the problems emanating 
from the fact that the Antillean aiea is divided into a muiber of 
political entities. Regulations promulgated by the metropolitan 
governments have i^ibitwi normal commercial activity vithin the 
area as a udiole, and social and eoonomio difficulties of the 
European coleuiiaLl territories have been aggravated as a result. 

Even the effeotivonoss of the Caribbean Coasaisaioa, an international 
or^nisation created to deal wi'Ui such problems, is limited ly the 
necessity of sorhing ivitiiln the framssork of policies established 
by the four metropolitan governments involved. 

The conception of an area-wide approoch to 
economie problems pertains particularly to the Britieh territories; 
it has no particular support in the relatively prosperous Dutch 
island, or in the French Caribbean territories where the Cosuminists 
have inspired fear of US domination. It can be anticipated that, 
while most of the pe<^le of the British West Indies will remain 
politically loyal to the Crown, there will be increasing dissatis¬ 
faction with economic restraints. 
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5. BOLIVIA: Amy sbakaup 

Tbe appoin^nt of Brigadier General Quiroga as amy 
ooi&afinder Ib chief, although it appears to have averted the threat 
of a nilltary coup for tt» present, has probably weakened the 
positicm of the civilian govextunent, tdiieh faces ounicipal elec¬ 
tions this ireek« Continuous amy plotting (see CIA Wkly, k Nov h9) 
had developed into a stru^le betneen Quiroga and the arsy ccmtmander 
in chiefs Quiroga ultinatelj demanded that both the commander in 
chief and bis chief of staff resign. The government's accession to 
euoh a significant demand by Quiroga, D/IA estisates, increases the 
likelihood of future army pressure on the civilian government and 
my fore^dov the coag>l 0 te subservience of the government to arsy 
leadership — or, if this is denied, its eventual replaoea^nt by 
a adlitaiy group. 
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The Currant Situation i n Brazil 


(Sumnary — The government continues to be stable despite 
growing political disunity. A solution to Brasil’s major 
economic problem — external debt position — is in sight. 
The armed forces remain Icyal to the Dutra administration. 
Conmmlsts continue to be aggressive but are not a threat 
to the regime. Brazil continues its close cooperation with 
the BS in international affairs. 

Recent developments in Brazil have not adversely 
affected US security interests.) 


Politl^l 

the date for Brazil’s presidential election has now been set for 
5 October I 950 . in the meantime, the two major parties, the Partido 
Social Democratico (PSD) and the Dhilo Democratica Naclonal (UDN), 
seem further from reaching agreement on a presidential candidate than 
they have ever been. President Dutra’s continuing efforts to effect 
a c^rondse solution have caused open division in his own party (the 

between his adherents and the pro~Vargas faction (see D/IA Wkly, 

29 Nov 49 ). At the same time, his proposals have failed to gain accept¬ 
ance ty the t®N, ihere a growing partisan movement favors that party’s 
unsuccessful candidate of 1945, Brlgadeiro Eduardo Oomes. Only a "non- 
partisan" military candidate such as War Minister Canrobert (see D/LA 
Wkly, 18 Oct 49) would now seem to have a chance of holding together 
the participants in the Inter-Party Accord, All this division and 
ta«oi8ion is a boon to opposition candidate Adhemar de Barros of Sao 
Paulo (who, in fact, jarivately takes oz^dit for the appearance of 
pMters in his capital favoring Brigadeiro Gomes). At the moment, 
Barros’ chances for the presidency seem good. There has not yet been 
aiy public confirmation of the electoral agreement he claims to have 
made with Vargas (see D/LA Wkly, 29 Nov 49), although the two have 
gently ccnferred. Despite growing political disunity in the adtoitr 
istratlon, the support of the amy continues to guarantee stability. 


Economic 

Brazil’s major economic or financial problem, its external debt 
position, is closer to a solution now than it has been for the past two 
yean, with the aid of a drawing of US$22.5 million from the Ihter- 
natl^l Monetaiy Fund (see D/IA Wkly, 29 Mov 49), the increased dollar 
rjceipts from its coffee sales (see D/LA Wkly, 4 Oct 49), and continued 
a®wnce to its strict Inport-export and foreign exchange regulations, 
would be able to pay off most of its commercial dollar backlog 
within the next two months and to relax some of its CMitrols on imports 
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from ths 03 by tha aacwid half of 1^0, Btrazll»s sxtemal debt posi¬ 
tion uiU also be in 9 )rov©<a py the recently signed agreement luith Italy 
for tha tfflblocldng of Italian assets in Brazil, Provisions of this 
agreement require that a large part of the unblocked assets be invested 
in a new colwiization company to be established in Brasil. During the 
past three months Brazil also concluded a bilateral trade treaty with 
Portugal to stimulate trade with that country, and established a 2lr 
month credit agreement with Spain for purchases of Brazilian cotton. 

The pressure on the Brazilian government for a devaluation of the 
oruselro has subsided, althou^ uneasimss is still evident in soma 
Brazilian trade circles — particularly among cocoa, textile, and 
lunber interests. 

Inflation remains as a problem for the Brazilian government, but 
the rate of increase in the cost of living has slackened, and the prices 
of acmte food iteam have actually been reduced during recent mxiths. No 
coiqalete solution to the problem of inflation appears to be in si^t, 
however. 

Although Brazilian Foreign Office officials have appeared sympa¬ 
thetic to the US request that shipments of manganese to the OS be 
increased (see D/LA Wdy, 11 Oct 49 ), the anticipated increase has not 
materialized, and only about 6,000 tons were exported to the OS during 
Kovenber, 

Industrial activity remains brisk with Ddttlo or no unemployment 
reported. Soma OS firms are currently expanding in Brazil and others 
are making plans to expand in the near future. During the coming months, 
prospects for continued isqprovement of the general eoonomio situation 
axw excellent. 

IflJLityy 

Brazilian aray la believed to be somewhat below strength, as 
la normal prior to the annual induction of conscripts which will begin 
alter the first of the year. Only one class, however, that of 1^1, is 
to be called up in I 950 . The Brazilian armed forces continue to favor 
tJS equipment and training. A decree-law promulgated recently sets up 
a War College to present courses paralleling those offered in the BS 
National War College and Armed Forces Staff College, US Amy, Navy, 
and Air Po 3 Pce officers have assisted in organizing the new school. 

There is reason to believe that the Brazilian government was actively 
iMgotiating in Septeatoer for the purchase of 50,0CX3 - 100,000 military 
z^los from Belgium, although it is not known if the deal was closed, 
Hllitaty morale continues high and the Icyalty of the Brazilian armed 
forces to the present government may be expected to continue. 
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Subversive 

, Goamuniafcs have continued In their course of provoking 

violence idiero possible (see D/LA Wkly, li Oct 14-9)» although not on 
such a highly organized scale as vas evident several months ago. Only 
sporadic attempts to hold "peace" meetings have been reported recently, 
and revived activity in the "petroleum defense" campaign (see D/IA Wkly, 
g Nov ^9), has not yet gained great impetus. No reports have been 
received concerning the national convention on "Defense of Petroleum 
and the National Economy" udiloh was scheduled to be held in Rio 9“12 
December. 

Communist capabilities for stimulating hostility of Brazilian 
liberals tomrd the government (indicated in D/LA V?kly, U Oct 2i9) wre 
demonstrated in Rio last month. An open-air political meeting spon¬ 
sored by a Communist-front group, but presided over by well-known 
nonrCommunists, ended in a clash between police and demonstrators in 
which a woman Ccmmmnist was killed. All witnesses agreed that the 
meeting had been conducted in a legal aid orderly manner, and each 
side accused the other of starting the shooting without provocation. 
Opposition members in the Chamiber of Deputies placed the blame on the 
police and pointed out that any political gathering would be at the 
mercy of the Communists if their mere presence at a meeting was cause 
for police intervention. Under fire the Ctember and the press, 
the Minister of Justice promised a thorough investigation and announced 
a new set of instructions for policing public meetings, It is doubtful, 
however. If these will prevent further trouble of the sama sort. Despite 
their capabilities for disturbing public order and aggravating the 111- 
feeling of the nonrCommunist opposition towards the administration, 
Brazilian Communists are still in r© position to threaten the national 
security and are ast ea^ected to malre any gains in this direction in 
the near futtre. 

International 

“'“''■‘TSriecurity interests continue to be favored by Brazil*s inter¬ 
national policies and practices. Brazil continues its general policy 
of prior consultation and close cooperation with the US in the inter- 
naticoal field. Ihe desire of Brasil for the maintenance of good 
relations with the US is evidenced by its recent action in regard to 
a new shipping decree which, would require that all southbound cargo 
charges be paid in ortuseiros instead of dollars — a proposal opposed 
by some U5 officials and all US maritime interests affected. In spite 
of the Foreign Minister’s expressed belief that the decree is really 
a matter of domestic jurisdiction and one that will protect and further 
vital Brazilian interests, he has agreed to consiilt with US officials 
and to give them a hearirg before any final action is taken. Another 
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03 Ga 3 q>le of Braeil'a close cooperation eas its inforslDg US Sobassy 
officials in fiio that Brazil eas not actively oansldering reoognitioa 
of OoaBBunlst China bat eas matching develo{»o9nts and eas anxiotis to be 
kept infomed of OS policy re^rdlng China. Forbanately for OS-Brazil 
relations 9 tbe sensational publicii^ given to US Congressicnal hearings 
on liie coffee prices^ ^edilch a|:|)eared to place the onus of trotyls on 
Brazil;^ -eas ended before there tias aixf serious threat to the good rela* 
tions existing between the two oountries. 

The Porelpx ULnlster has advised tiie US that Brazil will oppose 
establishment of a hi^ eonmissloner under the ON to handle refuse 
problems when IRO is terminated^ as it was his belief l^t it would be 
both illegal and too oost3y. Brazil can be expected to continue its 
efforts to cut costs in the operation of the and its specialized 
agencies. During the past three mcmths, economic agreeiaants were con-' 
eluded with Spain, Portugal, and Italy, (See Economic section.) There 
has been no change in Brazil*s relations with its neighbears. (See D/IA 
Wkly, h Oct Ii9.) 
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The Current Situation in Ouatenala 


(Sumarar —■ Although the renalns a potential threat 
to "■Hile" stability of the Arevalo government, the possibility 
of an aroQr revolt in the coming months has decreased. In 
domestic political affairs, the government continues a 
cautious, moderate course, Tbe national econosy remains 
stable. Conditions renain unfavcfrable for the expansion 
of Ccmnnunist influence. No chan^ in the basic objectives 
of Guatemalan foreign policy is ^parent, Relaticais -eith 
the Caribbean ‘’dictatorships*’ remain unfriendly, 

— A favorable davel<^)mant, from the standpoint 
of DS seciuri'ty interests, is the increased stability of 
the Arevalo govonasnent, in conjunction with its concilia- 
tory attitude toward US business interests and pCssible 
minimisation of its aid to Caribbean revolutionaries.) 

Political 

tte political situation ih oharaoterized by an easing bf tension. 
The govexnment has not, in general, deviated from the cautiotis course 
on lAiich it embarked soon after the assassination of Col. Arana in 
July. Since the removal of MuBos Usany as Poreign Ifinieter, no other 
prominent lef^ats have left the government. However, foreign service 
appointaaents have boon given to a nunber of persons allegedly involved 
in the Arana assassination plot and to lefties ttnpopxiLar in CKiatemala. 
Removal of these individuals from the local aeons has possibly aided 
in reducing domestic political tensions. 

A moderate course is also being taken by the three Ax^alieta 
political parties (the PAR, PRK, and the FPL), as has been indicated 
by their rejection of Jorge Qaroxa CSranados as a coalition presiden¬ 
tial candidate, Oarcla Qranados, one of the principal authors of 
the liberal 19^5 constitution arid a prominent leftist politician and 
diplomat, has not abandoned his candidacy, and a new party, tho 
Partido del Pueblo, has been formsd to support him. 

D/LA estimates that thesre will be no great change in the political 
situation in coming months. 

Economio 

Ihe econosy of Quatemala, largely dependent up«i the production 
and sale of coffee, remains basically sound and shows no signs of 
adverse change in the near future. Despite flood damage, the coffee 
crop is expected to equal that of last year. Coffee income should 
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be hitler this year, dtie to increased prices, and should help to corz«ct 
the adrerse trade balance. It is true that a large nuober of Guatemalan 
producers, idio sell their oofree cn contract, itill not benerit frca the 
recent cAkarp rise in coffee prices, Hoeerer, coffee produced on gorem"' 
aent-opsrated fazna, idii<di is sold at auction, should bring in larger 
reven^, ehioh should aid the government in extricating itself from 
current financial difficulties. Proceeds from a 15 percent increase 
^ *^*>^^* P ea^icrt taxes, and other possible tax increases, maj help the 
govoraaent balance its budget. If this appears possible, it is unlitely 
that Guatemala trill ask for a rehabllltaticm loan from the International 
Bank, tdiich trould be politically undesirable in an election year, 

Ouatemalan govemmant officials have continued their rather oonr 
**1^^^*^ attitude tonard IQS business Interests. Hoeever, si'tii the 
ooagrlete withdrasal of US petroleum interests, the possibility of the 
early exploitatim of Guatemalan oil reserves has vanished, 

Althou^ 'Uie loyalty of the amy to the Arevalo govemmant remains 
qwstionable, the possibility that Ifajor Pa» Tejada (the new Chief of 
the Armed Forces) ein lead a revolt or attenpt to disarm or disband 
civilian leftists now appears sll^t, Kajcr Paa, who revealed such 
jOane soon ^ter his appointment, has displayed inexperience and a 
MCk of confidence in his own resources. IScreover, disastrous floods 
to Octo ber permitted the government to declare a rational emsrgeney, 

^ suspension of constitutional grantees, in the course 
of u nlca a nunber of oppositixmlsts (tooluding soots fanmt annjr of fl¬ 
oors) were arrested and deported. While the sympathies of the arny 
wem indicated by the acquittal, to a military court, of 21 officers 
aocwd of participation to the revolt of l$-l9 July, the strength of 
TOti-aray elements in the government is shown by the subsequsnt sen¬ 
tencing of these men to prison terms, 

Stfeverslve 

the existing leftist political parties seeking a oosEpromise 
candidate, and with the government itself following a vBore cautious and 
moderate policy, conditions axe unfavorable at this time for the earoan- 
sion of CSoDBEunist political influence. In the field of labor, there 
MS be<ra little change to Communist influence. In govemiBantal affairs, 
it is tn» that the strongly pro-Connmnist Carlos Ibnuel Pellecer was 
mcmtly given an appointment to the Guatemalan lotion in PUris, 
ifclch may indicate that the new Foreign Mtoiater, Gonzalez Aiwalo, is 
not iuffiune to leftist pressure within the government, hallecer, 
would have bron to a strategic position to aid Buropeen Communists had 
M been deported to Belgium by the French government, is, ly os 
standards, a dangerous troublemaker, Romever, in view of other reo^t 
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foreign eerrice appointments, his appointment say have been due to a 
desire, on the pa^ of the adninistration, to remove him from the local 
political scene and to ease domestic tension, l!his is suggested by the 
determination with -nhich the government ignored French protests prior 
to Pallecer*a departure. 

CoBBsunists and pro*-CQaBmmlste my be expected to become more active 
as they attempt to coordinate and consolidate their activities in the 
1990 political campaign, but D/IA considers any significant expansion 
of Goamusaist influence in Quatemala tmllkely at the present time. 

International 

duatemala's foreign policy remains basically unchanged. Its 
fundamental principles oontinus to include opposition to "dictator” 
ships", cooperation and friendship ulth "democracies", opposition to 
"colonialist, and a fundamental alignment tilth the DS. Current 
emphasis is being placed upon lire betterment of relations with the US 
and the denial of offioial involvement in plots to overthrow the govenr* 
ments of other elrouBrCaribbean countries. 

The continued presence in Quatemala of Caribbean Legion members and 
the hnoam antipathy of Ar^lo's administration to Trujillo and Somosa 
have been manifest in numerous xumors, accusations, and is^licatlons. 

recent months, hosever, there has been no concrete evidence that 
foreign revolutionists within Guatemala have been aided hgr the Quate” 
nalan government In their plots against Honduras, Nicaragua, or the 
Oominloan Bepubllc. D/IA ocnsiders it doubtful that the Guatemalan 
government will, in coming mcntlw, give material aid to such revolur 
tionists, or that it will greatly encourage their activities. 
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